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Price Performance

6286.TW share price (NT$
TSE (rebased)

 YTD 1m 3m 12m 
ABS -35.6% -8.8% -32.1% -47.5% 
REL 5.4% 11.6% -1.4% -0.2% 
 

See page 6 for analyst certification and important disclosures, including non-US analyst disclosures.  
J.P. Morgan does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their 
investment decision.  

• We stay Neutral but cut our price target to NT$160: We reduce our 
FY09 sales/earnings estimates by 8.1%/5.7% to factor in downward 
changes to our end demand/ASP/exchange rate assumptions (-5.8%/ 
-0.8%/-1.5%). We stay Neutral and cut our price target to NT$160 
(Dec-09) based on 15x FY09E EPS from NT$190 (Jun-09). However, 
we advise investors to not be overly bearish on this company, and we 
could turn more positive if margins stabilized. A key downside risk is 
demand in computing coming down sharply. 

• Better 2H08 GM than previously guided: Richtek reported non-
audited 3Q GM of 39.4%, up 120bp Q/Q and 1.2%/2% ahead of 
our/consensus expectations. The company attributed this upside to 
product mix, cost reduction, and the currency, but did not provide a 
breakdown. CFO Scott Wang attended the meeting for the first time 
and provided a clear 4Q guidance for sales to go down 5%-10% Q/Q 
(vs seasonality of -5% to +19%) and GM to fall between 38% and 40%. 

• Weakening underlying GM as competition may be worse than 
expected: It’s quite likely that the company will achieve its 4Q 
guidance; however, we still hold our view that the GM will fall below 
36% in 2009 due to competition and US dollar depreciation. We see 
evidence of ASP/competition pressure in 1) sales from communication 
being down 3% Q/Q and 24% Y/Y due to market share loss to TI, and 
2) subject to the same NT$ depreciation, other local companies such as 
GMT reported more improvements in the GM. 

• Lack of disclosure consistency may spoil our valuation: Expectation 
management was excessive in the past few weeks, in our view, leading 
to a roller-coaster ride of changes in margin expectations. Attendees at 
the analyst meeting also appeared perturbed by changes in disclosure 
on: 1) re-classification of revenue breakdown; and 2) disclosing gross 
profit in a standalone manner. Such an unpredictability of events may 
derail the valuation premium Richtek used to enjoy.  

Reuters: 6286.TW, Bloomberg: 6286 TT 
NT$B, year-end Dec. FY05 FY06 FY07 FY08E FY09E   FY05 FY06 FY07 FY08E FY09E     
Sales  2.68 4.30 6.06 7.20 7.75 Y/E BPS (NT$) 13.9 21.5 30.1 23.9 13.9 52-Week range NT$152.5-360.0
Operating Profit  0.57 1.32 1.86 1.66 1.66 ROE (%) 35.9 55.7 53.2 44.9 35.9 Market cap NT$24.5B
EBITDA  0.65 1.42 1.99 1.82 1.83 CORE ROIC (%) 71.5 127.3 129.7 97.6 71.5 Market cap US$0.77B
Pre Tax Profit  0.55 1.26 1.82 1.59 1.59 adj ROE (%) 10.2 8.2 24.4 44.9 10.2 Enterprise value NT$24.0B
Net profit  0.55 1.24 1.77 1.435 1.42 adj CORE ROIC (%) 25.6 32.2 70.9 97.6 25.6 Shares out. (Com) 134Mn
MV of Employee Bonus  0.38 1.03 0.84 0.32 0.32 Cash Div. (NT$/Share) 1.5 1.7 3.9 8.5 1.5 Free float 65%
Adjusted Net Profit 0.18 0.23 0.96 1.44 1.42 Quarterly EPS (NT$) 1Q 2Q 3Q 4Q   Index 5,291.56
New Taiwan GAAP EPS *** 1.47 1.80 7.43 10.88 10.58 EPS (FY07) E 2.26 2.56 3.22 2.83   Exchange rate NT$32.0/US$1
New Taiwan GAAP P/E (x) 124.8 101.9 24.7 16.9 17.3 EPS (FY08) E 2.35 2.39 2.78 3.06   Avg daily vol: 4.12Mn
Cash  0.76 1.66 2.18 1.50 1.85 Performance 1 M 3 M 12 M   Avg daily val: US$30.69Mn
Gross Debt  0.04 0.05 0.06 0.03 0.03 Abs. Per.(%) -20.0 -17.4 -18.3   QFII 29%
Equity  1.7 2.7 3.9 3.2 3.7 Rel. Per.(%) -7.2 7.1 18.5    Date of price 14 Oct. 2008
Source: Company, Bloomberg, J.P. Morgan estimates. ***Retroactive adjustment for employee bonus expense is done for like-to-like comparison. 
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Valuation and earnings estimate revisions 
We trim our FY09 EPS estimate by 5.7% to reflect the new 4Q08 guidance and end 
demand/ASP/exchange rate assumptions (-5.8%/ -0.8% / -1.5%). Our 2009 top-line 
estimate points to 8% Y/Y growth. For 2009, we now expect NB and panel end 
demand to grow 19%/15% instead of 28%/30%. 

Table 1: Richtek – Summary of earnings forecast revisions 
 New Prior Change 
 3Q08E 4Q08E 2008E 2009E 3Q08E 4Q08E 2008E 2009E 3Q08E 4Q08E 2008E 2009E 

Sales 2,031 1,904 7,200 7,754 2,009 1,890 7,164 8,439 1.1% 0.8% 0.5% -8.1%
Gross profit 800 723 2,786 2,769 768 681 2,713 2,956 4.1% 6.2% 2.7% -6.3%
 Gross margin 39.4% 38.0% 38.7% 35.7% 38.2% 36.0% 37.9% 35.0% 113 bps  192 bps 83 bps 69 bps 
Operating profit 496 444 1,663 1,658 471 410 1,604 1,754 5.3% 8.4% 3.7% -5.5%
 Operating margin 24.4% 23.3% 23.1% 21.4% 23.4% 21.7% 22.4% 20.8% 97 bps  164 bps 71 bps 60 bps 
New Taiwan GAAP EPS 3.22 2.83 10.88 10.58 3.06 2.60 10.48 11.22 5.5% 8.9% 3.8% -5.7%
Source: J.P. Morgan estimates 

We change our valuation methodology from 3x FY09E P/S to 15x FY09E P/E and 
cut our PT from NT$190 (Jun-09) to NT$160 (Dec-09). The stock currently trades at 
16.9x/17.3x FY08E/FY09E EPS.  



 
 

3 

Asia Pacific Equity Research 
15 October 2008

Erica CY Chen 
(886-2) 2725-9867 
erica.cy.chen@jpmorgan.com 

Figure 1: P/adj E bands—12-month forward  
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Source: J.P. Morgan. 

Figure 2: P/adj E bands—12-month trailing  

0

100

200

300

400

500

10/03 4/04 10/04 4/05 10/05 4/06 10/06 4/07 10/07 4/08 10/08

(N
T$

)

Richtek 18x 45x 60x 100x

Source: J.P. Morgan. 
Figure 3: P/B bands—12-month forward 
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Figure 4: P/B bands—12-month trailing  
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All Data As Of 14-Oct-08

Quant Return Drivers (a Score >50% indicates company ranks 'above average') J.P. Morgan Composite Q-Score
Score 0% (worst) to 100% (best) vs Industry Raw Value
Value
P/E Vs Market (12mth fwd EPS) 24% 1.4x
P/E Vs Sector (12mth fwd EPS) 26% 1.3x
EPS Growth (forecast) 27% -5.3%
Value Score 18%
Price Momentum
12 Month Price Momentum 67% -46.3%
1 Month Price Reversion 33% -19.3%
Momentum Score 63%
Quality
Return On Equity (forecast) 96% 39.8%
Earnings Risk (Variation in Consensus) 84% 0.05 Quant Return Drivers Summary (vs Country)
Quality Score 97%
Earnings & Sentiment
Earnings Momentum 3mth (risk adjusted) 18% -161.8
1 Mth Change in Avg Recom. 20% -0.17
Net Revisions FY2 EPS 54% -33%
Earnings & Sentiment Score 32%
COMPOSITE Q-SCORE* (0% To 100%) 50%

Targets & Recommendations** EPS Revisions** Historical Total Return (%)

Consensus Growth Outlook (%)

Closest in Country by Size (Consensus. ADV = average daily value traded in US$m over the last 3 mths)
Code Industry ADV PE FY1 Q-Score*
2392-TW 8.94 11.0 40%
2609-TW 4.43 15.9 3%
3037-TW 8.57 6.8 29%
2903-TW 9.24 22.2 44%
9921-TW 3.74 9.9 99%
6286-TW 28.27 15.5 52%
2385-TW 2.56 7.9 98%
2854-TW 7.78 10.2 57%
2315-TW 4.05 6.7 23%
2393-TW 16.23 11.2 13%
5347-TW 2.22 10.5 26%

Source: Factset, Thomson and J.P. Morgan Quantitative Research. For an explanation of the Q-Snapshot, please visit http://jpmorgan.hk.acrobat.com/qsnapshot/
Q-Snapshots are a product of J.P. Morgan’s Global Quantitative Analysis team and provide quantitative metrics summarized in an overall company 'Q-Score.'
Q-Snapshots are based on consensus data and should not be considered as having a direct relationship with the J.P. Morgan analysts’ recommendation. 
* The Composite Q-Score is calculated by weighting and combining the 10 Quant return drivers shown. The higher the Q-Score the higher the one month
 expected return.   On a 14 Year back-test the stocks with the highest Q-Scores have been shown (on average) to significantly outperform those stocks with the 
lowest Q-Scores in this universe.  ** The number of up, down and unchanged target prices, recommendations or EPS forecasts that make up consensus.  
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Richtek: Summary of financials 
NT$ in billions, year-end December 
Income statement            Ratio Analysis           
 FY05A FY06A FY07A FY08E FY09E   FY05A FY06A FY07A FY08E FY09E
         
Revenues 2.68 4.30 6.06 7.20 7.75  Gross Margin 37.5 43.1 42.5 38.7 35.7
   Cost of Goods Sold 1.68 2.44 3.49 4.41 4.98  EBITDA margin 24.2 33.1 32.8 25.3 23.6
Gross Profit 1.01 1.85 2.58 2.79 2.77  Operating Margin 21.2 30.7 30.7 23.1 21.4
   R&D Expenses 0.27 0.33 0.45 0.40 0.38  Net Margin 6.6 5.2 15.8 19.9 18.3
   SG&A Expenses 0.16 0.21 0.26 0.45 0.46  R&D/sales 10.1 7.6 7.5 5.6 4.9
Operating Profit (EBIT) 0.57 1.32 1.86 1.66 1.66  SG&A/Sales 6.1 4.8 4.3 6.2 5.9
EBITDA 0.65 1.42 1.99 1.82 1.83        
   Interest Income 0.00 0.01 0.02 0.01 0.01  Sales growth 19.8 60.1 41.1 18.8 7.7
   Interest Expense 0.00 0.00 0.00 0.00 0.00  Operating Profit Growth 31.8 131.8 41.0 -10.6 -0.3
   Investment Income (Exp.) -0.01 -0.05 -0.08 -0.09 -0.08  Net profit growth 20.8 27.2 325.3 50.0 -1.4
   Non-Operating Income (Exp.) -0.01 -0.02 0.02 0.00 0.00  EPS (Old Taiwan GAAP) growth 19.9 116.3 38.3 -4.8 -2.9
Earnings before tax 0.55 1.26 1.82 1.59 1.59  EPS (New Taiwan GAAP) growth 14.6 22.5 312.5 46.5 -2.8
   Tax  0.00 -0.01 -0.05 -0.15 -0.17        
NI (Old Taiwan GAAP) 0.55 1.24 1.77 1.73 1.70  Net debt to total capital -43.9 -60.6 -55.5 -46.9 -50.3
NI (New Taiwan GAAP) 0.18 0.23 0.96 1.44 1.42  Net debt to equity -43.9 -60.6 -55.5 -46.9 -50.3
TWD             
EPS (Old Taiwan GAAP) 4.60 9.95 13.75 13.09 12.70  Asset Turnover 118.1 123.2 124.4 145.7 137.6
EPS (New Taiwan GAAP) 1.47 1.80 7.43 10.88 10.58  Working Capital Turns (X) 2.6 2.6 2.3 2.8 3.1
BPS 13.92 21.46 30.06 23.94 27.37  adj ROE 10.2 8.2 24.4 44.9 38.6
DPS 1.47 1.71 3.92 7.67 7.68  ROIC 35.7 55.4 52.6 40.0 40.9
Shares Outstanding (Mn) 120.32 124.93 128.80 131.86 133.73  ROIC (net of cash) 60.0 115.7 119.6 80.6 78.5
                
Balance sheet            Cash flow statement           
 FY05A FY06A FY07A FY08E FY09E   FY05A FY06A FY07A FY08E FY09E
         
Cash and cash equivalents 0.76 1.66 2.18 1.50 1.85  Net Income 0.55 1.24 1.77 1.73 1.70
Accounts receivable 0.44 0.57 0.90 1.29 1.51  Depr. & Amortisation 0.08 0.10 0.13 0.16 0.17
Inventories 0.45 0.53 0.67 0.88 1.09  Change in working capital -0.13 -0.08 -0.30 0.13 -0.24
Others 0.05 0.12 0.13 0.21 0.26  Other 0.00 0.00 0.00 0.00 0.00
Current assets 1.70 2.87 3.88 3.89 4.70  Cash flow from operations 0.51 1.27 1.60 2.02 1.63
          
LT investments 0.15 0.16 0.40 0.38 0.29  Capex -0.09 -0.11 -0.16 -0.28 -0.14
Net fixed assets 0.29 0.29 0.32 0.44 0.40  Disposal/ (purchase) -0.05 -0.03 -0.35 0.06 0.08
Others 0.14 0.16 0.27 0.24 0.24  Cash flow from investing -0.14 -0.14 -0.51 -0.22 -0.05
Total assets 2.27 3.49 4.87 4.94 5.64  Free cash flow 0.42 1.16 1.45 1.74 1.49
             
Liabilities    Equity raised/ (repaid) 0.15 0.16 0.18 0.15 0.00
ST loans 0.00 0.00 0.00 0.00 0.00  Debt raised/ (repaid) 0.00 0.00 0.00 0.00 0.00
Payables 0.38 0.53 0.61 0.78 0.96  Other -0.13 -0.17 -0.25 -1.33 0.08
Others 0.13 0.18 0.28 0.94 0.98  Dividends paid -0.18 -0.21 -0.50 -1.01 -1.03
Total current liabilities 0.50 0.70 0.89 1.71 1.94  Cash flow from financing -0.16 -0.22 -0.57 -2.19 -0.95
Long term debt 0.00 0.00 0.00 0.00 0.00        
Other liabilities 0.04 0.05 0.06 0.03 0.03  Net change in cash 0.20 0.90 0.52 -0.39 0.63
Total liabilities 0.55 0.75 0.95 1.74 1.97  Beginning cash 0.56 0.76 1.66 2.18 1.50
Shareholders' equity 1.73 2.74 3.93 3.20 3.67  Ending cash 0.76 1.66 2.18 1.79 2.13
                         
 Source: Company data, J.P. Morgan estimates. 
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Analyst Certification:   
The research analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple research analysts are primarily 
responsible for this report, the research analyst denoted by an “AC” on the cover or within the document individually certifies, with 
respect to each security or issuer that the research analyst covers in this research) that: (1) all of the views expressed in this report 
accurately reflect his or her personal views about any and all of the subject securities or issuers; and (2) no part of any of the research 
analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the 
research analyst(s) in this report.  
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Richtek Technology Corporation (6286.TW)  Price Chart

OW NT$314 N NT$190

OW NT$365 OW NT$294

Source: Reuters and J.P. Morgan; price data adjusted for stock splits and dividends.
Initiated coverage Oct 16, 2007. This chart shows J.P. Morgan's continuing coverage of this stock; the current analyst
may or may not have covered it over the entire period.
J.P. Morgan ratings: OW = Overweight, N = Neutral, UW = Underweight.

 

Date Rating Share Price 
(NT$) 

Price Target 
(NT$) 

16-Oct-07 OW 326.36 365.00 
21-Jan-08 OW 240.91 314.00 
02-Sep-08 OW 245.00 294.00 
26-Sep-08 N 196.00 190.00 

 

Explanation of Equity Research Ratings and Analyst(s) Coverage Universe:   
J.P. Morgan uses the following rating system:  Overweight [Over the next six to twelve months, we expect this stock will outperform the 
average total return of the stocks in the analyst’s (or the analyst’s team’s) coverage universe.]  Neutral [Over the next six to twelve 
months, we expect this stock will perform in line with the average total return of the stocks in the analyst’s (or the analyst’s team’s) 
coverage universe.]  Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of 
the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] The analyst or analyst’s team’s coverage universe is the sector 
and/or country shown on the cover of each publication.  See below for the specific stocks in the certifying analyst(s) coverage universe.  
  

  

Coverage Universe: Erica CY Chen: D-Link Corporation (2332.TW), Novatek Microelectronics Corp. (3034.TW), Richtek 
Technology Corporation (6286.TW) 
  

J.P. Morgan Equity Research Ratings Distribution, as of September 30, 2008 

 Overweight 
(buy) 

Neutral 
(hold) 

Underweight 
(sell) 

JPM Global Equity Research Coverage 42% 44% 15% 
    IB clients* 53% 51% 43% 
JPMSI Equity Research Coverage 40% 48% 12% 
    IB clients* 76% 70% 59% 

*Percentage of investment banking clients in each rating category. 
For purposes only of NASD/NYSE ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating falls into a hold 
rating category; and our Underweight rating falls into a sell rating category. 
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Country and Region Specific Disclosures   
U.K. and European Economic Area (EEA):  Issued and approved for distribution in the U.K. and the EEA by JPMSL.  Investment research 
issued by JPMSL has been prepared in accordance with JPMSL’s Policies for Managing Conflicts of Interest in Connection with Investment 
Research which outline the effective organisational and administrative arrangements set up within JPMSL for the prevention and avoidance of 
conflicts of interest with respect to research recommendations, including information barriers, and can be found at 
http://www.jpmorgan.com/pdfdoc/research/ConflictManagementPolicy.pdf.  This report has been issued in the U.K. only to persons of a kind 
described in Article 19 (5), 38, 47 and 49 of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (all such persons 
being referred to as "relevant persons"). This document must not be acted on or relied on by persons who are not relevant persons. Any investment 
or investment activity to which this document relates is only available to relevant persons and will be engaged in only with relevant persons. In 
other EEA countries, the report has been issued to persons regarded as professional investors (or equivalent) in their home jurisdiction 
Germany:  This material is distributed in Germany by J.P. Morgan Securities Ltd. Frankfurt Branch and JPMorgan Chase Bank, N.A., Frankfurt 
Branch who are regulated by the Bundesanstalt für Finanzdienstleistungsaufsicht.  Australia:  This material is issued and distributed by JPMSAL 
in Australia to “wholesale clients” only.  JPMSAL does not issue or distribute this material to “retail clients.”  The recipient of this material must 
not distribute it to any third party or outside Australia without the prior written consent of JPMSAL.  For the purposes of this paragraph the terms 
“wholesale client” and “retail client” have the meanings given to them in section 761G of the Corporations Act 2001.  Hong Kong:  The 1% 
ownership disclosure as of the previous month end satisfies the requirements under Paragraph 16.5(a) of the Hong Kong Code of Conduct for 
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persons licensed by or registered with the Securities and Futures Commission. (For research published within the first ten days of the month, the 
disclosure may be based on the month end data from two months’ prior.) J.P. Morgan Broking (Hong Kong) Limited is the liquidity provider for 
derivative warrants issued by J.P. Morgan International Derivatives Ltd and listed on The Stock Exchange of Hong Kong Limited. An updated list 
can be found on HKEx website: http://www.hkex.com.hk/prod/dw/Lp.htm.  Japan: There is a risk that a loss may occur due to a change in the 
price of the shares in the case of share trading, and that a loss may occur due to the exchange rate in the case of foreign share trading. In the case 
of share trading, JPMorgan Securities Japan Co., Ltd., will be receiving a brokerage fee and consumption tax (shouhizei) calculated by 
multiplying the executed price by the commission rate which was individually agreed between JPMorgan Securities Japan Co., Ltd., and the 
customer in advance. Financial Instruments Firms: JPMorgan Securities Japan Co., Ltd., Kanto Local Finance Bureau (kinsho) No. [82] 
Participating Association / Japan Securities Dealers Association, The Financial Futures Association of Japan.  Korea:  This report may have been 
edited or contributed to from time to time by affiliates of J.P. Morgan Securities (Far East) Ltd, Seoul branch.  Singapore:  JPMSI and/or its 
affiliates may have a holding in any of the securities discussed in this report; for securities where the holding is 1% or greater, the specific holding 
is disclosed in the Important Disclosures section above.  India:  For private circulation only, not for sale. Pakistan:  For private circulation only, 
not for sale. New Zealand:   This material is issued and distributed by JPMSAL in New Zealand only to persons whose principal business is the 
investment of money or who, in the course of and for the purposes of their business, habitually invest money. JPMSAL does not issue or distribute 
this material to members of "the public" as determined in accordance with section 3 of the Securities Act 1978. The recipient of this material must 
not distribute it to any third party or outside New Zealand without the prior written consent of JPMSAL. 
  

General:  Additional information is available upon request. Information has been obtained from sources believed to be reliable but JPMorgan 
Chase & Co. or its affiliates and/or subsidiaries (collectively J.P. Morgan) do not warrant its completeness or accuracy except with respect to any 
disclosures relative to JPMSI and/or its affiliates and the analyst’s involvement with the issuer that is the subject of the research. All pricing is as 
of the close of market for the securities discussed, unless otherwise stated. Opinions and estimates constitute our judgment as of the date of this 
material and are subject to change without notice. Past performance is not indicative of future results. This material is not intended as an offer or 
solicitation for the purchase or sale of any financial instrument. The opinions and recommendations herein do not take into account individual 
client circumstances, objectives, or needs and are not intended as recommendations of particular securities, financial instruments or strategies to 
particular clients. The recipient of this report must make its own independent decisions regarding any securities or financial instruments 
mentioned herein. JPMSI distributes in the U.S. research published by non-U.S. affiliates and accepts responsibility for its contents. Periodic 
updates may be provided on companies/industries based on company specific developments or announcements, market conditions or any other 
publicly available information. Clients should contact analysts and execute transactions through a J.P. Morgan subsidiary or affiliate in their home 
jurisdiction unless governing law permits otherwise.  
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